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PREFACE 


The article on industry location is the second in a series. The 
September issue of Baylor Business Studies attempted to discover 
and state the problem of the Waco-McLennan County economy. 
The problem was found to be a slowing of the rate of economic 
growth, especially in certain sectors. Professor Reierson’s comment 
on industry location factors in this issue summarizes some of the 
things that have already been done toward solving the problem. In 
the near future Baylor Business Studies may be able to present and 
discuss recommendations, from various sources, for additional 
measures intended to solve the problem and recapture the momen- 
tum of economic growth. Although these reports deal specifically 
with the Waco-McLennan County economy, they may be of in- 


terest to readers in other areas who are concerned with similar 


problems. 


Mr. Patillo’s address, presented in these pages, is offered as a 
significant statement of opinion by a professional accountant on 


some questions concerning the business school curriculum. 


Also in this issue Dean Aldon S. Lang calls attention to the 


need to train more physicians in order to meet the needs of the 


growing population. 


A book review is a new feature for Baylor Business Studies. 


Dr. Monroe S. Carroll reviews a new textbook which was written 


by two members of the Hankamer School of Business Faculty. 
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SOME INDUSTRY LOCATION FACTORS PERTINENT 
TO THE CITY OF WACO, TEXAS 


Curtis REIERSON 


INTRODUCTION 


The purpose of this discussion is to examine some of the prob- 
lems relating to efforts to attract industry to the City of Waco 
and to judge whether any significant progress has been made 
toward solving these problems. To this end, a brief survey of 
pertinent aspects of the theory of industry location is followed by 
an account of the circumstances that are alleged to have influenced 
firms against choosing Waco as a location for new plants. Finally, 
some of the changes that have been made in Waco are evaluated 
either in relation to the theory of industrial location or in relation 
to the reasons reported for the choice of other locations in prefer- 
ence to Waco by industrial enterprises. 


The theory of industry location will identify some of the geo- 
graphic advantages and limitations of the Waco area as a location 
for new industrial plants. The reports of reasons that firms have 
given for deciding against Waco as a location probably do not 
reveal all of the circumstances that influenced these decisions, but 
the reasons cited make reference to conditions that have actually 
affected the relative attractiveness of Waco as an industry location. 
This fact gives these reports some value as reference points in any 
attempt to determine whether changes that have taken place en- 
hance the possibility of attracting additional industry. 


LOCATION THEORY 


The theory of industry location refers to the principles that 
explain why industry chooses one location in preference to others 
that may have been considered. The basic hypothesis is that in- 
dustry tends to locate where there will be a maximum difference 
between the cost of input and the value of output. Inputs, in this 
case, are to be interpreted very broadly as including all the costs, 
such as taxes, labor and materials costs, and transportation costs 
for materials procured and finished goods shipped. 


Among these various costs, transportation is one of the more 
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important in determining industry locations. If other things are 
equal, an industry will tend to seek a location at that point where 
it will have the lowest aggregate transportation cost. Normally 
the industry will be located at one of three points. These are at 
the source of raw materials, at the market, or at an intermediate 
point between the raw materials and the product market. Certain 
conditions will influence the choice among these three alternatives. 
Some generalizations on this point are as follows: 


(1) If a single raw material is used, location may be at 
the source of the material, at the market, or at any inter- 
mediate point. 


(2) If a weight-reducing process is used, location will 
tend to be at the source of the raw material in so far as it is 
cheaper to ship the lighter finished product than to transport 
the heavier raw material. ; 


(3) If a material that is universally available should be 
used, location would be at the market, since no particular site 
would offer an advantage in raw materials.! 


Industries orientated to locations at the source of materials in- 
clude a number of those with large fuel requirements because their 
processes usually involve a high proportion of weight loss.2 The 
making of cement and glass are examples. Waco has representa- 
tives from both of these industries, and they are among the larger 
Waco industrial plants. Only the cement plant, however, serves 
to illustrate the materials orientated industry, since the glass plant 
receives its raw materials from other areas. 


It is also likely that an industry will locate near the source of 
materials when the relative weights of materials and product are 
roughly equal, but procurement costs per ton mile are, for some 
reason, greater than distribution costs. In the ginning and bailing 
of cotton, for example, there is no great weight loss, but after 
ginning, the cotton is compressed into more compact bales which 
take a lower freight rate. Waco is the ginning and compressing 
center for a considerable cotton growing area. 


lLeonard C. Yaseen, Plant Location (Roslyn, N. Y.: Business Reports, 
Inc., 1952), p. 21. 


2Edgar Malone Hoover, The Location of Economic Activity (New York: 
McGraw-Hill, 1948), p. 31. 
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In general, however, the structure of freight rates favors loca- 
tion near the market. Finished goods quite generally bear higher 
freight rates per unit of weight than do raw materials. Con- 
sequently, in the absence of substantial loss of weight or bulk in 


the processing of materials, industry will tend to favor a location 
near the market. 


A location near the market is called for when there is a “weight 
gain” in the process. The soft drink industry locates bottling 
plants at the market because a large amount of water is added. 
The weight gain encourages market location. Also many products 
become progressively more fragile, more difficult to pack, more 
valuable in relation to weight. Customers buy in smaller lots, 
and insist on prompt delivery.2 These are market orientated in- 
dustries. Baking is an example of this kind of industry. A city 


the size of Waco usually has a complement of bottling plants 
and bakeries. 


Generally speaking, intermediate locations between material 
sources and markets are expensive. Every freight rate is com- 
posed of two terminal costs plus a line-haul cost. As hauls in- 
crease in length, the terminal: charges assume less and less im- 
portance as a proportion of total transportation charges. Average 
hauls are shortened by an intermediate location, but the terminal 
costs are not reduced.* 


The above principle is illustrated by the shipping of Maytag 
Washing Machines to the dealer in Waco. The dealer firm 
purchases the machines from the Maytag factory in Newton, 
Iowa. Freight costs are $5.15 per washer, in car load lots, from 
Newton to Waco, a distance of nine hundred miles. A similar 
shipment from Dallas to Waco would cost $3.80 per washer, with 
a distance of only one hundred miles. This means the cost per 
mile is almost four cents for the short distance haul, as compared 
to slightly over one-half cent per mile for the long distance haul. 

The problem of determining the most favorable location is more 
complex when more than one important raw material is used in the 
product. For example, the location of a steel plant depends 
largely upon the relative pull of iron ore, coal, and the product 
market. In this case there are at least four alternative locations, 
(1) the site of the coal deposit, (2) that of the iron ore, (3) the 


3[bid., p. 35. 
4Yaseen, op. cit., p. 21. 


8 BAYLOR BUSINESS STUDIES 


principal market for steel, and (4) an intermediate point. In 
practically all the cases a map of these points would quickly show 
that some intermediate point would minimize the total miles of 
transportation. But since two short hauls usually cost more than 
one long haul, the intermediate point would not be most economi- 
cal. The location at the market is ruled out because of the weight- 
reducing effects of the production process. For many years loca- 
tion at the site of the coal was preferred.5 More recently it has 
been observed that economies in coal consumption and the use of 
scrap have lessened the attractive force of coal, so that the desir- 
ability of market location has been enhanced. At the present 
time the steel industry presents examples of materials site, inter- 
mediate point and market area locations.® This illustrates the fact 
that, as technological and other changes occur over time, the most 
economical site for a particular industry may change, so that it is 
largely the most recently constructed plants that are occupying 
ideal locations. 

When production involves several stages that may be carried on 
at different locations, the early stages tend to be materials orien- 
tated, the late stages tend to be market orientated, and intermediate 
states are relatively ‘“‘foot-loose.” Flexibility in the combination 
of materials used or products produced increases the area of loca- 
tional choice, and usually favors either a materials source or the 
market rather than an intermediate point.’ 


As transportation costs may influence location they also tend 
to determine the geographical boundary of the market area for any 
particular product. The production center will normally be able 
to ship its products in any direction only as far as the point where 
the next similar production center is able to supply the item with 
lower total f.o.b. cost. The total size of the market area will be 
determined by the transportation costs relative to those of other 
production centers, by the location of raw materials used, and by 
_ the plant capacity required to achieve economies of scale in pro- 
duction. 

The Waco area has little of known industrial raw materials 
excepting those required for cement and some agricultural prod- 
ucts which are processed in Waco. Consequently its desirability 


5Marvin L. Greenhut, Plant Location in Theory and Practice (Chapel 
Hill: University of North Carolina Press, 1956), p. 115. 

6Hoover, op cit., p. 43, 

7Ibid., p. 46. 
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as a site for additional industry depends on the attraction of the 
market. The city appears to be approximately the least cost point 
for distribution to the principal population centers of the state. 
A single industrial plant of such capacity as to require a much 
larger area of distribution, as, for example, the entire national 
market, might well find other locations more attractive. Also, an 
industry which requires only one city or metropolitan area such 
as Dallas or San Antonio, to market its normal output, would 
presumably locate in such a city. But an enterprise which re- 
quired for its market several population centers such as Dallas, 
Ft. Worth, Austin, San Antonio, and Houston, and which is 
market rather than materials orientated, would find Waco an 
economical location. An industry requiring the State of Texas 
as its market would probably find Waco a satisfactory location 
for minimizing transportation costs. 


A great deal of research would be required to define precisely 
the types of productive activity for which the economies of scale 
would prescribe a market area in this range of land area and popu- 
lation size. One might guess that the classification would include 
numerous types of metal fabrication, the manufacture of some 
medium size, medium price-range consumer durables, and the 
production of a number of items used in residential construction. 
There might be opportunities also for final assembly of consumer 
items that can be shipped from distant plants more economically 
before assembly. In any event the size of the market required 
to provide an economical scale of plant operation gives the clue 
to industries that would enjoy a comparative advantage, if located 
in the Waco vicinity. 


WACO EXPERIENCE 

It is a popular opinion that at one time the Waco community 
was rather indifferent to attracting new industry. Early examples 
usually cited of firms considering Waco, but selecting another 
Texas area as a location, were the Santa Fe Railroad and the 
Ford Assembly Plant. The Santa Fe Railroad went through 
Temple instead of Waco, and the Ford Assembly Plant was 
located in Dallas. Both of these firms are said to have seriously 
considered Waco as locations at one time. 


There have been some efforts in Waco to attract new industry 
over the past several years. Despite these efforts it has been re- 
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ported that Waco failed in obtaining four major industries during 
the past decade. General Electric decided against Waco in 1954, 
National Homes in 1955, Johns-Manville in 1956, and Campbell 
Soups in 1959.8 

General Electric is said to have rejected Waco because of a 
poor showing as to amenities in comparison with Tyler. General 
Electric officials indicated specifically that Waco streets and other 
facilities were not as adequate as desired. When advantages are 
approximately equal, the various amenities offered by one com- 
munity in comparison with another may become a crucial factor. 

National Homes also selected Tyler over Waco. The reason 
was primarily geographic. Freight rates gave Tyler an advantage 
in the contemplated market area. This was due, however, to 
certain changes within the company, which resulted in a different 
market area than originally planned, 

Johns-Manville selected Denison instead of Waco because of its 
large daily water requirement. The company would not accept 
Brazos water or treated water from the sewer plant. Supposedly 
the company preferred Waco in order to be near the Universal 
Atlas Cement Plant, but the water problem was too great an 
obstacle. 

The most recent of the major industry rejections was the 
Campbell Soup Company plant. A Campbell survey is said to 
have shown that Swift and Company was paying ten cents an 
hour more for labor in Waco than in Paris, Texas. This factor 
and a slight advantage in freight rates resulted in a decision to 
locate in Paris, Texas. Paris is two hundred miles closer to the 
Chicago market. Other sources, however, report that the company 
developed a high yielding tomato which was not well adapted to 
the soil of the Waco area. Eventually Campbell is expected to 
employ 1,300 workers at the Paris plant. This would have been 
the second largest industry in Waco, as measured by the number 
of employees, had the plant been located in Waco. 


RECENT CHANGES AND PRESENT CONDITIONS 

According tothe reports reviewed, the more obvious factors 
militating against more extensive industrial development in the 
Waco area have been (1) indifference or lack of interest, (2) in- 
adequacy of street surfacing and other amenities that go to make 


8Waco Times-Herald, March 2, 1961. 
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a desirable place to live, (3) insufficient supply of good water, 
and (4) disadvantage in geographic location relative to the con- 
templated market area. 

In recent years there has been noteworthy evidence of general 
and increasing interest in inducing more industry to locate in 
Waco. Land in a suitable location has been set aside for new 
industries. A non-profit organization, Waco Industrial Founda- 
tion, has been formed to develop the land, to provide, in coopera- 
tion with the county and city governments, roads and utilities, and 
to offer sites and financial assistance to interested prospects. The 
City of Waco offers essentially a guarantee of five years tax 
exemption to new industries locating outside the city limits. A 
modest program of continuous promotion has been in existence for 
some time. More recently the system of committees of the Cham- 
ber of Commerce has been reorganized with definite responsibil- 
ities assigned for locating prospects, contacting them, and collect- 
ing and supplying such economic data as firms considering a Waco 
plant location might desire. Casual acquaintance with this pro- 
gram gives the impression that the most intensive efforts have 
been those for the past few months. 


The City of Waco appears now to offer the amenities of a “good 
place to live” to a degree comparable with other Texas cities. 
The programs of street improvement and new school construc- 
tion are nearing completion. Adequate housing is available and 
the newer residential areas offer homes that will meet the require- 
ments of executives who might be transferred to Waco. 


A new dam and lake project will supply enough water for sub- 
stantial increases in industry and many years of community 
growth, if completed according to plan. 


The transportation disadvantages of geographic location were 
related to the size and location of the contemplated market area. 
Industrial plants that operate within a certain capacity. range and 
thus require a large, but not unlimited market, would enjoy a 
comparative transportation cost advantage in Waco. 

Thus the principal factors to which the failure to gain industrial 
plants has been attributed in the past are no longer operative in 
Waco with respect to market orientated industries suited to a 
large but geographically limited market. 


EDUCATION FOR THE ACCOUNTING PROFESSION 


R. 


I would like to think with you for a few minutes as to what the 
aims of education are. This is the way I have listed these aims: 


1. To cultivate a broad liberal arts background that will 
serve as a basis for the student’s developing a whole and 
integrated life, a background that will allow him to in- 
terrelate life’s several facets in such a way as to formu- 
late a whole and meaningful philosophy of life. 


2. To develop the techniques and skills that allow him to 
search further in finding answers and to develop also the 
discipline that gives meaning and direction to those 
techniques and skills. 


3. To impart a storehouse of information relating to a voca- 
tion or profession that enables him to sustain himself 
and his dependents and, beyond that, to save a little for 
a rainy day or even to build a capital for productive 
purposes. 

This sequence was not aimlessly developed. In my opinion 
this is largely the order of importance that should be given these 
objectives. 

First of all, I want to speak briefly about the second point and 
especially the portion dealing with discipline. I quote, “In our 
quest of freedom and spontaneity our generation has underrated 
the place of discipline. We forget some very elemental facts 
about life. No simple deed is ever performed, such as preparing 
a meal, reading a paragraph, or writing a letter, without ignoring 
a thousand allurements. Attention shuts out literally hundreds of 
distracting sights and sounds, forbids hundreds of inward prompt- 
ings that would divert us from the task at hand. No significant 
work or life is possible without discipline.” 

“There is a core of suffering in every joy, every kindness, every 
grace of life. The larger heart, the clearer vision, the stouter 
courage, the successful life (in whatever form) all come at the 
high price of painful discipline.”! 


*An address to Baylor’s Alpha Rho Chapter of Beta Alpha Psi, national 
honorary accounting fraternity. 


11. Harry Cotton in The Interpreter’s Bible (Abingdon Press, Nashville, 
1955), Vol. XI, p. 740. 


EDUCATION FOR ACCOUNTING 13 


Now, let us consider the importance of the first and third aims 
of education and their relative merits. My view is that a broad 
liberal arts education is of the utmost importance to students 
in preparing them for life. Without it, men develop a coarseness 
and a crudeness that ill fits them for a professional career. I 
emphasize, especially, the folly of over-emphasis on educa- 
tion only to make a living. Long ago Plato said, “. . . we call one 
man educated and another uneducated, although the uneducated 
man may be sometimes very well educated for the calling of a 
retail trade, or of a captain of a ship, and the like. For we are 
not speaking of education in this narrower sense, but of that other 
education in virtue from youth upwards, which makes a man 
eagerly pursue the ideal perfection of citizenship, and teaches him 
rightly to rule and how to obey. This is the only education which, 
upon our view, deserves the name; that other sort of training 
which aims at the acquisition of wealth and bodily strength, or 
mere cleverness apart from intelligence and justice, is mean and 
illiberal, and is not worthy to be called education at all.’’? 


And in our own time we hear Einstein saying, “The school 
should always have as its aim that the young man leave it as a 
harmonious personality, not as a specialist. This in my opinion 
is true in a certain sense even for technical schools . . . The de- 
velopment of general ability for independent thinking and judg- 
ment should always be placed foremost, not the acquisition of 
special knowledge.’’ 

Finally, I would like to call your attention to the current prac- 
tice of one company with respect to this idea. I am told that the 
Bell Telephone system, in developing their managerial personnel, 
send them to schools—to study what? New discoveries in elec- 
tronics or in the physics of sound or electricity? Or perhaps to 
study new marketing techniques? No! They are sent to study 
the arts, music, philosophy, history, psychology. In.this manner, 
Bell reasons that they will be better men—hetter integrated 
and more useful to themselves and to Bell. 


We then conclude that the student preparing for the accounting 


2The Dialogues of Plato: Laws in Great Books of the Western World 
(Encyclopedia Britannica, Inc., Chicago, 1952), Vol. VII, p. 740. 

3Quoted in Tryon Edwards (Ralph Emerson Brown revision editor) The 
— ne of Thoughts (Standard Book Company, N. Y., 1957), 
p. 164. 
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profession should give more attention and time to the social 
studies. We recognize that there is a considerable amount of 
factual information that must be mastered by accountants today— 
even if it is for no other purpose than to pass the C.P.A. exami- 
nations. And beyond the specific factual information that we 
must retain, there is the constant demand on us that additional 
specific skills be developed. We must understand, if not the 
minute workings, at least the broad outlines of what punched card 
accounting and computers can do in the field of record keeping 
and analysis. We feel compelled to know more about statistics 
and the mathematical justification for scientifically controlled 
statistical sampling. We feel that, as accounting more and more 
touches on the managerial area, we should study more about the 
behavioral sciences to learn what motivates men and how we can 
better work with others. 


We feel that too little attention has been given to the area of 
training for expression of one’s thoughts and conclusions on paper 
—and I think that I can speak with some authority in this area. 
In computing investment returns, rate of returns, and probabilities, 
we recognize that there is a need to expand the area of our mathe- 
matical knowledge. And, of course, in an age when income taxes 
and the law of income taxes have such tremendous implications 
for all of us, we feel compelled to learn more about this subject. 
And still, the above enumeration is not intended to exclude the 
desirability of a better knowledge of economics, of money and 
banking, and a host of other subjects. 


Can we recognize the desirability, despite these heavy demands, 
of additional emphasis on the social sciences and on a broader 
liberal arts education? If we do, we ask, “What can be done 
about it?” 


There are probably two answers, neither of which is original 
with me. 


The first answer is to spend more time in school and so much 
has been written and said about this that I am sure I can add little 
to the idea. I would like to rebut the argument that a student 
sets forth that he needs to “start making a living.” Doubtless 
this is true in certain instances of economic hardship, but wher- 
ever the idea can be resisted, I implore you to do so. Assume 
that you have forty-five years in which to work and to make a 
success of your career. By spending another period in study, are 
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you any less likely to make a living or to be successful in your 
chosen profession? If I can persuade my children to do so, they 
will obtain a bachelor’s degree in liberal arts and then begin their 
studies in specialized skills. 

The next answer will be found in a different emphasis in the 
education process iteslf. Dr. G. Leland Bach in the September, 
1961, issue of the Journal of Accountancy said, “I begin with a 
fundamental proposition: that independent problem-solving ability 
is the critical element in the skills of a professional man. It is 
the ability to stand on one’s own feet, to face up to new situations 
as they are, and to be able to handle the problems that such situa- 
tions present.” It is certain that in the next twenty or thirty 
years, certainly years within your expected working span, and 
I hope within mine, vast changes will take place in the whole con- 
cept of records and of the mechanics of data accumulation. The 
techniques of today will soon be outmoded, and education must 
provide a broad basis from which the accountant can solve to- 
morrow’s problems and continue to be effective and useful. Dr. 
Bach said in this same article, “In a rapidly changing world, any- 
thing we can do to develop flexibility of mind, receptivity to new 
ideas, habitual skills in learning for one’s self, and other like 
mental characteristics, promises far more use to the individual 
and to society than would comparable attention to descriptive in- 
formation about today’s best business practices.” And so, an 
emphasis on problem solving as opposed to the study of present 
business practices will be helpful. 

In addition, an increased emphasis will have to be placed on 
continuing adult education. The American Institute of Certified 
Public Accountants has embarked on a tremendous program in 
this area. Other professional societies are doing the same as are 
the various colleges and universities. Much has been done, but 
much can still be done. How much depends upon the recognition 
of the need and on the desire of the individual accountant to meet 
the need effectively. 

And so, what does the public accountant think about the de- 
emphasis on specialized accounting training in colleges and uni- 
versities? I, for one, think it both desirable and necessary at the 
lower levels. For research and graduate study, specialization will 
remain a necessity. 


THE PROBLEM OF RELATIVE DECLINE IN THE 
NUMBER OF PHYSICIANS IN THE UNITED STATES 


Atpon S. Lanc* 


The progress that has been made in American health care 
standards in recent decades, despite a declining ratio of physicians 
to population, is a high tribute to the American medical profession. 
Medical services may be maintained for a time by the extension 
of each physician’s services to more and more patients, as has 
been done with remarkable success during the present century. 
Satisfactory standards of service cannot be maintained indefinitely, 
however, with a decreasing number of physicians relative to the 
population. 


The population of the United States has grown from 131,669,275 
in 1940 to 179,323,175 in 1960, an increase of 36 per cent.! 
Furthermore the present population includes a much larger pro- 
portion of older persons and these require more medical care 
than do the younger age groups. Meanwhile the number of 
physicians in private practice has increased by less than half this 
proportion although the total number, including hospital service, 
research and teaching, and other non-private practice, has ap- 
proximately kept pace with the population.?, Today, almost half 
the doctors in private practice limit themselves to specialty serv- 
ices. There is an apparent growing shortage and corresponding 
need for general practice physicians in this country, a need which 
is reflected in the current layman’s complaint that doctors are 
too busy and have too little time to counsel with patients. This 
shortage is due in part to the increase in the use of personal medi- 
cal services. Better living standards, urbanization, and the wide- 
spread growth of health insurance have brought about a general 
. increase in individual use of medical services. Also advances in 
medical technology have made available a great variety of medical 


*Dr. Lang has served on the Economic Research Advisory Committee 
of the American Medical Association for the past two years. His interest 
in this problem derives from this office and from occasional study papers 
he has submitted for the A.M.A. (Editor’s Note). 


1U. S. Bureau of the Census, United States Census of Population, 1961. 
2U. S. Dept. of Health, Education and Welfare, Physicians for a Growing 
America (U. S. Govt. Printing Office, Washington, 1959), p. 83 and Bureau 
of the Census, Statistical Abstract of the United States, 1961, p. 69. 
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treatments not previously possible. The average American is 
making about twice as many visits to doctors each year as he was 
20 or 30 years ago. The American population is being hospital- 
ized at three times the rate in 1940. 

The growing need for more physicians in the nation is due, 
then, to the rapid growth in the number of population and also 
to the increased use of medical services by the average individual. 

There are about 132.7 M.D.’s and 8 osteopaths per 100,000 
population in the United States.3 These are not evenly distributed, 
however, among the several states. The mal-distribution is in- 
dicated by the dispersion in the number of physicians per 100,000 
population which ranges from 73.5 in Mississippi and 71.3 in 
South Dakota to 191.2 in New York and 302.9 in Washington, 
D.C.* The ratio of physicians in private practice to population 
has dropped from 108 per 100,000 in 1931 to 91 per 100,000 to- 
day. If this trend continues, the ratio of physicians in private 
practice will be only about 85 per 100,000 by 1975. 


TABLE I 


ESTIMATED NUMBER OF PHYSICIANS (M.D. AND D.O.) IN 
THE UNITED STATES, MEDICAL GRADUATES AT PRESENT 
PRODUCTION RATES, AT RECENT GROWTH RATES, AND 
AT RATES REQUIRED TO MAINTAIN THE 1959 RATIO OF 
PHYSICIANS TO POPULATION, 1959-1975 


Present Production Recent Growth To Maintain 1959 
Rate Rate Ratio 
Year Total Total Total 
Grad. Physicians Grad. Physicians Grad. Physicians 


1959 7,400 249,100 7,400 249,100 7,400 249,100 
1960 7,500 253,400 7,500 253,400 7,500 253,400 
1965 7,900 275,000 8,000 275,100 8,100 275,100 
1970 7,900 294,000 8,500 296,500 9,600 299,000 
1975 7,900 312,800 9,000 318,400 11,000 330,000 


Source: U. S. Department of Health, Education and Welfare, 
Physicians for a Growing America, p. 3. 


The United States Public Health Service has attempted to esti- 
mate the gap between the supply of medical doctors and the grow- 
ing need. Their figures show the estimated number of physicians 
in 1975, on the basis of current trends, as 312,800 and the number 
needed to maintain the present ratio of physicians to population 
as 330,000, leaving a possible shortage of 17,200. These estimates 
are shown in more detail in Table I. 


3U. S. Dept. of Health, Education and Welfare, Health Manpower Source- 
book: Section 9, Physicians, Dentists, Nurses (U. S. Govt. Printing Office, 
Washington, 1959), p. 12. 

4Ibid., pp. 38-39. 
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The first or left hand section of the table shows the estimated 
number of qualified physicians, if the medical schools simply con- 
tinue their present programs. The center section assumes a trend 
of growth in medical school facilities at the rate that has actually 
occurred over the last thirty years. In both cases the total number 
of physicians projected includes an estimated 750 graduated from 
schools outside the United States. The right hand section shows 
the number required to maintain the 1959 ratio of 141 per 100,000 
population. 

For the last decade, foreign trained doctors have constituted a 
growing proportion of newly licensed physicians each year. If 
this trend of increase should continue, the gap between the num- 
ber needed and the number available would be appreciably re- 
duced, though this would absorb medical skill badly needed in 
other countries. It is probable, however, that the number of 
foreign trained doctors licensed yearly to practice in the United 
States will soon level off somewhat below the present rate.° 


TABLE II 


NUMBER OF FOREIGN GRADUATES ADMITTED TO 
PRACTICE YEARLY IN THE UNITED STATES, 1950-1958. 


Calendar New Licentiates from Schools 
Year Outside the U. S. 


Source: U. S. Dept. of Health, Education and Welfare 
Physicians for a Growing America, p. 3. 


Medical schools in this country report a decline in both the 
- quantity and quality of applicants, especially in publicly owned 
medical schools, which are often required to restrict admissions 
largely to students from within the state. This requirement 
limits selection of well-qualified students. Moreover, for the past 
four years the proportion of students failing or withdrawing in 
poor academic standing has been increasing. 


5For news of developments that tend to support this conclusion see U. S. 
News and World Report, Jan. 9, 1961, p. 67. 
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There appear to be far more young people with the necessary 
aptitudes and preparation to become medical students than: ever 
actually enroll in medical schools. Attractive alternatives in other 
professional fields, the high cost of medical education, and the 
long training period required are some of the reasons for this. 
Nevertheless, the medical profession still has enormous prestige 
and drawing power, and, if existing limitations on opportunity 
can be removed, medical schools should be able to attract a suf- 
ficient number of well-qualified students. It is important that 
medical schools provide opportunity for a medical education to a 
sufficient number of qualified young persons to meet the growing 
need for physicians. 

Numerous measures have been suggested to help solve the 
problem of providing an adequate number of physicians. A re- 
examination of medical school entrance requirements has already 
been initiated. Proposals for shortening the long preparation, 
running up to fourteen years, required for education and prepara- 
tion of specialists have been made. The idea would be to eliminate 
from the specialists’ curriculum as much as two years of the sub- 
ject matter required of the general practitioner. The change 
would be calculated to increase the supply of specialists and, at 
the same time, release medical school facilities for students pre- 
paring for general practice. 


Other suggestions include giving favorable consideration and 
encouragement to young women applicants. The number of 
qualified physicians might be increased by greater financial sup- 
port for existing medical schools and possibly by establishing some 
new schools. 

The determination of the measures that should be taken to in- 
crease the number of physicians requires further study and re- 
search, although an extensive amount of factual data is already 
available on this problem. The trends in population and in the 
annual numbers of medical school graduates clearly indicate a 
growing shortage of physicians, but the most suitable measures 
for assuring an adequate supply throughout all the states are not 
clearly apparent. Additional research is needed for discriminat- 
ing choice among the possible alternatives; a primary focus of 
inquiry should be finding the means of expanding the nation’s 
medical school facilities. 


BOOK REVIEW 


Small Business Management, by H. N. Broom and J. G. Longe- 
necker, Cincinnati: South-Western Publishing Company, 1961, 
pp. vii, 728. 


Giant business enterprises are much more in the mind of the 
public than are smaller ones. Thus, it is rather normal for the 
image of American business to be in terms of big business con- 
cerns. Big business in the United States is strongest in manu- 
facturing, transportation, and mining, but small business pre- 
dominates in service concerns, construction, and the wholesale 
and retail trades. As long as 41 percent of the business firms in 
the United States employ fewer than 100 people, there is a genuine 
need to prepare students to manage small business operations. 


The new South-Western volume by Broom and Longenecker 
makes a distinct contribution to the- literature dealing with the 
small business. The text employs a scientific approach in its 
extensive coverage of small business problems. The authors take 
the position in the comprehensive study that the small business 
(1) embodies the spirit of free enterprise, (2) is the most com- 
petitive part of the economy, (3) offers an area of rugged com- 
petition where opportunity continues to exist, and (4) is unfortu- 
nately characterized by somewhat inefficient management. 

Big and small business concerns have numerous problems in 
common but there are many managerial problems peculiar in 
nature or scope to the small concerns. Special training in the 
area of the small business in therefore essential. This text de- 
lineates the particular objectives of small business and presents 
detailed exposition concerning many of the problems. 

The book is organized into thirty chapters of well chosen ma- 
terial. In turn the chapters are grouped into six parts. The first 
part, six chapters, deals with the environment and management 
_of the small enterprise. The opening chapter identifies small 
business and notes its relative importance and its peculiar value 
and function in the American economy. The remaining chapters 
distinguish the fields and problems of the small business and 
convincingly present a philosophy of management in a framework 
of objectives, ethics, public relations, and social responsibility. 


The second part of the book (chapters 7-14) is devoted to a 
study of practical questions that must be dealt with in starting a 
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business. Naturally, one of the first questions discussed is 
whether to buy an established, going concern or to start a new 
enterprise. The discussion of the legal forms of organizations 
makes a painstaking evaluation of the advantages under each of 
the available plans. The section includes a useful treatment of 
the subject of advisors and attorneys. This part of the text also 
examines the problems involved in the procurement of initial 
capital, in the selection of a location and in the design of the 
building and the efficient arrangement of facilities and equip- 
ment. 

The four chapters in the third section on financial and ad- 
ministrative control are well developed according to the following 
topics: the going concern, management functions, financial prob- 
lems and financial planning. The standard emphasis on business 
records, reports, and financial statements, with adaptation to the 
small business concern, shows how to provide timely managerial 
information. Budgetary planning, expense control, and forecast- 
ing are described in a practical and usable way. Several aspects 
of the small concern are discussed including insurance risks, bad 
debts, economic losses, obsolescence, and sabotage. 


The fourth section, “Marketing Programs and Policies,” takes 
up the important topics of sales, sales promotion and advertising, 
marketing research, sources of information, and the adaptation 
of research to specific problems. 


In the larger business concern the activity of credit and collec- 
tions is usually considered a financial function and is associated 
with the financial officer, frequently the treasurer of the com- 
pany. In this study of the small business, credit and collections 
are associated with the sales activities instead of finance. Though 
the extension or granting of credit serves as a check on sales, it 
must of necessity be closely coordinated with sales activities. 
Regardless of the organizational responsibility for the activity, it 
is proper to emphasize the major significance of credits and col- 
lections in safe-guarding the liquidity of receivables. A unique 
presentation of other aspects of management and business opera- 
tions important to the small business serves to emphasize the ideas 
of major significance to the small business executive. 


In the first chapter (22) of the fifth part, retailing, is considered 
with reference to facilities, layout, buying and warehousing, sell- 
ing techniques, self service and problems of special interest. The 
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next chapters direct the attention of the student to the service 
trades and professions and to small scale manufacturing opera- 
tions. 

Remaining chapters deal with the familiar topics of employee 
relations, procurement, inventory control, and legal and govern- 
mental relations. The chapter on legal aspects of business evi- 
dences discriminating selection on the part of the authors. The 
concluding chapter gives the student a timely insight into the 
questions of public policy, taxation of the small business, and 
sources of special assistance to the small business. 

At the end of each chapter there is a carefully prepared sum- 
mary and a list of useful discussion questions. Following the 
text material, twenty-one cases, well-diversified as to type and 
length, are presented from actual business situations. The case 
material is correlated with the text. On the whole the book is a 
well planned and useful text, which distinguishes clearly the areas 
of special importance to small business management. 


MownrokE S. CARROLL 
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